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Redefining Government-Community Relations through 
Service Agreements 
 
INTRODUCTION  
 
This paper examines the way in which service agreements define relationships between 
government and community organizations. Service agreements are used for determining 
the contractual arrangements between government agencies and those organizations or 
agencies providing goods and services. There is considerable diversity in the ways in 
which governments use and write service agreements or contracts with community 
service organizations to deliver human services. The philosophies behind the use of these 
contracts differ, as do the frameworks developed to provide a set of principles and 
objectives for managing the relationship between government and community service 
providers. In addition, the funding mechanisms employed to achieve those objectives 
vary considerably from grants to competitive tendering models.  
 
Service agreements and contracts are generally understood to be a means by which 
governments are able to achieve greater transparency and accountability of public funds. 
It is argued that the traditional grant funding model was problematic in terms of the wide 
discretion it allowed community organizations to establish the range of services in the 
community sector and encountered accountability problems of financial probity and value 
for services (Wiffen, 2000). In theory, contracts or service agreements resulting from a 
competitive tendering process are likely to achieve significant cost savings and improve 
customer service (Kitchener and Whip, 1997; Hall and Rimmer, 1994). In practice 
however, service agreements with community service organizations appear to be 
associated with significant implementation problems. These problems include an inability 
to define outcomes in contracts (Flynn et al, 1995), the dilemma in defining appropriate 
measures of service quality rather than simply focusing on ‘activities’ or outputs (Ryan 
and Brown, 1998a), a movement away from community needs towards achieving 
government objectives (ACOSS, 1997: 28) the difficulty in applying a cost/benefit 
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analysis in a public sector context (Seddon and MacPherson, 2000) and the politicisation 
of government service contracts with community organizations (Kobrak, 1995). 
 
There is no universal philosophy underpinning service agreements and contracts between 
government and community organizations. Contracts are used in different ways, to 
achieve different objectives through different types of relationships. For example, some 
service agreements have been used by government agencies as a means of achieving 
reform within the community services sector. These contracts tend to trade government 
resources in exchange for aligning program outcomes with the objectives of a 
government agency (Ryan and Brown, 1998b). Similarly, service agreements that 
accommodate equal power relationships between government and community 
organization usually are a reflection of a desire to achieve partnerships between these 
parties (Ryan and Brown, 1998b). 
 
This paper is an empirical study of policy frameworks, contractual arrangements and 
service agreements in four Australian states; Queensland, New South Wales, South 
Australia and Western Australia. State governments have attempted to achieve greater 
levels of accountability in the funding of community organisations through means such as 
performance measurement, evaluation of outcomes and outputs and competitive 
tendering. The evidence suggests that State governments have difficulties in 
implementing these accountability measures. 
 
The paper argues that the nature of service agreements indicates the type of relationship 
that governments are attempting to develop with community organizations. It is 
suggested that the policy language of partnership and collaboration is inconsistent with 
legally binding service agreements that use restrictive evaluation and performance 
measurement process to control service delivery. There are also clear differences between 
States and between programs regarding the extent to which community organizations 
participate in identifying needs, designing programs and evaluating outcomes.  
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The evidence also indicates that the success of relationships between government and 
community organizations is determined by the common values, attitudes and approaches 
of departmental officers and service delivery staff. Frameworks, policies and service 
agreements are important symbols of intention, but they are unable to define the whole 
relationship between government and community organizations. Partnership and 
collaboration require that attention be given to interactions between stakeholders in the 
implementation of policies, procedures and agreements.  
 
Furthermore, the provisions of service agreements are important in defining the nature of 
the relationship between government and community organizations. Genuine partnerships 
require some degree of flexibility, common agreement on outputs or outcomes, sharing of 
intellectual property, fair dispute resolution processes, similar obligations with respect to 
performance and a common understanding on objectives. There is often a discrepancy 
between the intentions identified in “framework” documents and the actual provisions of 
service agreements.  
 
Government-Community Sector Relations 
 
The paper contributes to the literature on models of government-community sector 
relations.  There have been several attempts to model government community sector 
relations, and there is some commonality in the models presented. Table 1 summarises 
common themes across this literature. 
 
The “extension of government” model of government community sector relations in table 
1 can be found in literature such as Lyons (1997:10) who refers to a “planning model” 
which is a funding relationship in which governments identify a need, specify, and at 
times, control outputs. Policy community literature refers to this type of arrangement as 
strong state, or autonomous agency (Ryan, 1993; Atkinson and Coleman, 1989). Young 
(2000:151) refers to this type of relationship as “nonprofits as supplements to 
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government” , whereby governments make decisions on the provision of public goods 
based on citizen preferences. 
 
The type of relationship identified as “partnership” in Table 1 is similar to a corporatist 
policy community (Atkinson and Coleman, 1989), which is characterized by power 
sharing. In this instance, there is power sharing between two parties rather than three. 
This type of relationship is “a partnership or contractual relationship in which 
government finances public services and nonprofits deliver them” (Young, 2000:153). 
 
 
TABLE 1 
MODELS OF GOVERNMENT COMMUNITY SECTOR RELATIONSHIPS 
Type of Relationship Description 
Extension of 
government 
Government has strong control over resources, priority setting 
and service delivery. Government controls the agenda. 
Partnership Government and community organizations share power, setting 
of priorities and designing services.  
Charity Government provides funding for worthy causes but do not 
assume responsibility for services. Community organizations 
are largely independent from government priorities. 
Adversary Community groups advocate for minority interests that would 
not normally be represented in public policy. The relationship is 
similar to that of other interest groups, influencing policy. 
  
 
The “charity” model refers to government acting as a philanthropist.  In this model,  
“government acts a wealthy individual, providing support for a particular project after 
being approached by a community organization” (Lyons, 1997:9). The policy community 
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literature tends to refer to government-business relations of this nature as paternalism 
(Ryan, 1993:138). This model is more likely to relate to the political situation where 
government does not believe it has a responsibility to deliver community services, 
although accepts limited responsibility to finance these services (Ryan and Brown, 
1998b). 
 
Finally, an advocacy model of government community sector relations tends to focus on 
the political relationship existing between government and nonprofit organizations. 
Nonprofits will organize to defend minority interests, and governments may attempt to 
promote majority interests by restricting nonprofit advocacy (Young, 2000:157). Within 
this model, government and community organization act independently, and sometimes 
in opposition to each other. 
 
These models of government community sector relations provide a framework for 
understanding the way that service agreements might influence or even construct the 
relationship between state governments and community organizations. The following 
analysis of service agreements in Queensland, New South Wales, South Australia and 
Western Australia uses these types of relationships as a way of interpreting service 
agreements in these states.  
 
A COMPARISION OF SERVICE AGREEMENTS IN FOUR STATES 
 
The sets of guiding principles used by State and Territory governments are found in 
purchasing guidelines, tender documentation or funding guidelines. These principles are 
statements of public benefit, definitions of the relationship between government and 
service providers, and processes and procedures (Government of WA, 1999; Families, 
Youth and Community Care Queensland (FYCCQ), 2000; Department of Premier and 
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Cabinet (DPC) (Qld), 2000; New South Wales Government, 1999a; New South Wales 
Government, 1999b; Tasmanian Department of Treasury and Finance, 1999). 
 
There are five common themes with respect to the guiding principles of State 
governments with respect to purchasing of services. First, issues relating to impartial, 
transparent and accountable processes are a common theme across State governments. 
The focus of these principles relates to fair and open processes providing high levels of 
probity and procedural fairness. The mechanisms used to achieve these objectives vary 
through mechanisms such as competition, preferred supplier and partnership. 
 
A second common theme across State governments is the desire to achieve measurable 
outcomes. Guiding principles express this objective as achieving client standards, 
measuring performance, evaluating outcomes and achieving value for money. Thus, there 
is a common desire to demonstrate the value of public expenditure on community 
services. 
 
A third common theme across these guiding principles is the language of local supply, 
local management, autonomy, and mutual respect. These objectives are achieved by a 
variety of means including local submissions for funding, establishing local reference 
groups and defining the roles of local community groups. 
 
Fourth, most State governments are implementing new approaches to government-
community sector relationships, including Queensland and South Australia. It is likely 
that these guiding principles will require some fundamental changes in the historical 
funding relationship. It is unlikely that there has been sufficient time for these 
fundamental changes to develop, but it is important to note that governments are seeking 
new ways of engaging with the community services sector. 
 
Finally, there is evidence that the inconsistent application of these principles is a source 
of tension between government and community organizations, with these principles being 
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perceived as rhetoric rather than defining and describing the reality of the situation. Two 
examples of these inconsistencies include the following. 
• The Western Australia Auditor General (2000:5) found “widely differing 
experiences of needs identification processes” despite a guiding principle relating 
to these needs being initiated locally. The Auditor General noted similar criticism 
in relation to the transparency of tendering processes (WA Auditor General, 2000: 
6). 
• By their nature, processes emphasising competitive tendering and purchaser 
provider split are orientated towards government rather than local processes, 
reducing the independence and autonomy of community organizations (Wiffen, 
2000:39). 
 
In many respects, these commonalities in the guiding principles across the States imply a 
movement towards government-community sector being defined as an extension of 
government. The imperatives of government with respect to accountability, transparency 
and measurable outcomes are important features of contemporary public administration 
in Australia (for example, see O’Faircheallaigh et al, 1999). Other aspects of these 
common guiding principals imply a movement towards partnership, including provisions 
for local supply, autonomy and mutual respect. 
 
Nature of contractual relationships 
 
The guiding principle for service agreements in Western Australia (WA) is that the 
providers of services in the community services area are restricted to non-profit 
organisations (Government of WA, 1999). A recent important change in procurement 
policy is the abolition of compulsory market testing through competitive tendering and 
replacing this process with a ‘Contract Options Review’ (COR). COR allows for either 
open competitive tendering or continued service provision by the existing service 
provider by conferring Preferred Service Provider status (Family and Children Services 
(WA), 1997:5).  
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Some of the problems associated with competitive tendering in Western Australia have 
included information deficiencies, an inability to define purchases and high costs 
associated with tendering and compliance processes (WA Auditor General, 2000). For 
example, Service Agreements in Western Australia contain reasonably rigorous reporting 
requirements with the following data being accessible to the Minister within ten days 
notice: financial records, management records and minutes, staff records, client records, 
annual reports and outcome and output measures. In addition, agencies are required to 
provide reports every six months presenting information on the success of achieving 
outcome objectives, the factors contributing to success and failures, problems associated 
with service provision and other achievements, and provide audited financial statements 
(Government of WA, 2001:22-24).  
 
Service agreements in Western Australia usually relate to an annual funding 
appropriation, but with the assumption of three year rolling funding that allows 
consistency of service provision and stability of funding arrangements by organizations 
within the non-profit sector. They are considered to be “a legal document binding the 
non-government organization to provide services …” (Government of WA, 2001:2).  
 
In Queensland, there have been attempts to simplify funding arrangements and clarify the 
respective roles and responsibilities of government and community organizations. Roles 
and responsibilities have been clarified in a range of supporting publications dealing with 
issues such as outcome descriptors, performance measures, definitions of funded 
activities, (Queensland Government, 2000) conditions of funding and a statement of 
partnership (Queensland Government, 2001). This documentation supports a range of 
other specific funding arrangements (Families, Youth and Community Care Queensland, 
2001; Department of Families, 2001a; Department of Families, 2001b). 
 
An important change in Queensland has been the movement from funding programs to 
funding outcomes. Accordingly, Queensland has trialed a Single Service Agreement for 
more than one program having a common set of outcomes. This change simplifies 
funding and administrative arrangements between agencies and community 
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organizations. While these funding arrangements might simplify the complexity 
associated with program funding of community services, community service 
organizations have been critical of the extent to which they align community 
organizations to bureaucratic imperatives. For example, the set of funded activities 
applied to service agreements is derived from the National Classifications of Community 
Services, and service plans must use these standard activities (Queensland Government, 
2000:6). Community organizations complain that these activities are inflexible and fail to 
represent the variety of activities of community organizations. 
   
Families, Youth and Community Care Queensland (FYCCQ) funds community services 
provision mainly through a submission process  (FYCCQ, 2001).   Service Plans are the 
instruments for managing program delivery and funding arrangements in relation to 
grants allocated by the Department (FYCCQ, no date). The Plans outline activities, target 
group and performance objectives and criteria by which to measure these objectives 
(FYCCQ, no date). Some services may be supplied under a Consultancy agreement as 
these agreements provide a greater range of flexibility as to how services are provided, 
staff are deployed and inputs.    
 
The Queensland Department of Health moved quite deliberately from submission based 
proposals to a competitive tender process for service delivery in the community sector. 
This change highlights tighter outcomes determined by government. The scope of 
organizations to deliver services is prescribed and may offer very little ability to develop 
a model of practice. 
 
The Queensland guidelines provide for three-year funding agreements with an annual 
evaluation (FYCCQ, 2001:4). The funding agreement ‘secures the legal relationship’ 
between the community organization and the government (FYCCQ, 2001:4) although 
service agreements are not identified as being legally binding. 
 
In New South Wales, the Guidelines for Service Agreements and Sample Service 
Agreement developed as part of the corporate services reform (NSW Premier’s 
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Department, 1999) has an accent on areas such as human resource management, fleet and 
property management, legal services rather than human services provision. In addition, 
the guidelines focus solely on output measures and the requirements of service provision 
are quite detailed. For example, in setting service level expectations and monitoring, the 
guidelines suggest prescribing indicators such as response times for services, processing 
times and accuracy in transactions (NSW Premier’s Department, 1999). 
 
Further to this, the Department of Community Services (DoCS) utilises a funding and 
performance agreement pro forma  form that sets out the terms of the relationship 
between the department and the community organization providing services (Department 
of Community Services, NSW (DoCS), 2001). While the introduction to the funding 
agreement acknowledges that the parties should plan and provide services and states the 
relationship is one where the ‘community sector, Department of Community Services and 
other Government agencies to work in partnership’, the agreement is written in terms of 
the department setting out the terms of the responsibilities of the service provider, using 
coercive language such as ‘you will…’, ‘you are to comply with …’ (DoCS, 2001). The 
responsibilities of the Department of Community Services simply reflect its position as a 
funder of services. The service agreement states that DoCs commitment is that it will 
‘provide funds to you [community organization] to support the services listed in Schedule 
A’. In this way, most of the New South Wales Department of Community Services 
standard service agreement is concerned with identifying government expectations of a 
service provider rather than providing principles around which sharing and partnership 
might develop.    
 
Funding in New South Wales is provided for one year, three years, fixed terms or once 
off (Department of Community Services, 2001, schedule A). There is little guidance in 
the funding and performance agreement as to the nature of performance measures 
although there are provisions dealing with the processes relating to performance 
measurement. The Department requires the opportunity to attend board meetings, visit 
service providers, view all service records and documentation, take extracts of records 
and evaluate compliance. An important feature of these objectives is that the focus of 
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attention goes beyond the effective management of a contract, to include a set of broader 
principals and values that government is attempting to achieve. In some areas, the 
funding provisions do not include operational costs or overheads, but only reflect the 
costs of providing individual units of service and this funding formula is problematic in 
several ways. Funding by units of service militates against solving broader problems in 
the community sector, there is little scope for innovation in service provision if funding is 
tied solely to unit costs and simply specifying service provision as purchasing by unit 
cost does not foster or promote cooperative ‘relationship building’ between the 
department and community organisations (Perkins, 2001).  
 
An important criticism of government contracting is that it tends to focus on cost 
efficiency and is a means of avoiding broader policy mandates relating to equity, social 
justice and environmental protection (Seddon and MacPherson, 2000). The NSW 
approach to procurement seeks to address these concerns by including in value for money 
“social and environmental responsibilities” (New South Wales Government, 1999a:8). 
 
The South Australian standard service agreement reflects an attempt to capture a 
‘working together’ approach to government and community sector relations. The 
Working Together framework has the logos of both the Government of South Australia 
and SACOSS on the front cover, and service agreements are not defined as legal 
documents within the agreement (Government of South Australia, 2001). However, the 
service agreement does canvass the prospect of the agreement being tested in the courts.  
Indeed the relationship between the parties is defined as follows: “The parties agree that 
nothing in this Agreement constitutes any relationship of employer and employee, 
principal and agent, or partnership between the Parties.” (Department of Human Services, 
2000:  8). 
 
In general, the nature of contractual relationship suggests that government-community 
sector relations has been moving towards a model of community organizations being an 
extension of government.  A common complaint of community services organizations is 
that service agreements have tended to move from satisfying the needs of a community to 
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addressing the demands of government agencies. The types of issues identified across the 
States include the unnecessary focus on quantitative measures and cost, reporting 
requirements, and evaluation processes.  
 
The exception to this generalization is the nature of service agreements in South 
Australia. The flexible nature of service agreements in South Australia appears to have 
accommodated the diversity of services government contracts to community 
organizations and encourage partnership (Simmons, 2001). While the three other States 
included in this study have moved towards standardizing and exerting stronger control 
over service agreement provisions, South Australia appears to provide for flexible, 
cooperative and shared development of these agreements. 
 
The partnerships model of government-community sector relations 
 
The language of partnership, collaboration and compact is prevalent in documentation 
relating to government and community service relations across Australian State 
governments. While this language is meant to describe a power sharing relationship, there 
are many features of service agreement processes indicating unequal power relationships. 
The following analysis examines the way that the ownership of programs and service is 
written into service agreement processes. 
 
The New South Wales approach to service agreements is expressed in the language of 
shared goals, working together, mutual respect, negotiation and joint ownership. The 
provisions of standard service agreements in New South Wales appear more focussed on 
reinforcing a set of community values than on reinforcing the objectives of sharing, 
respect and collaboration. For example, the service agreements prohibit discrimination of 
service delivery to client groups, reinforce values such as impartiality, universal access 
and diversity (Department of Community Services, 2001, section 1). Similarly, the 
service agreement reinforces, with respect to staff and recruitment, community values 
such as equal opportunity, affirmative action, non-discrimination, open recruitment and 
fair industrial relations practices. In this way, these service agreements relate mostly to 
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identifying the responsibilities of community service organizations rather than joint 
responsibilities.  
 
Queensland has been changing the nature of its service agreements such that government 
has become more prescriptive in defining objectives and outcomes. Historically, 
government has given the community services sector considerable latitude in determining 
the nature of services. Recent changes attempt to more explicitly align community 
services with government priorities. 
 
In Western Australia, the parties to the service agreement are required to develop jointly 
a Statement of Mutual Responsibilities that outlines key roles and responsibilities of each 
of the parties (Government of WA, 1999:15). It has been noted that needs identification 
process have tended to be government-led, with limited community consultation 
(Western Australia Auditor General, 2000:15). 
 
The South Australian service agreement defines a power relationship with some degree of 
equality between government and community organizations. It is the language of “either 
party”, “as agreed”, and “each party”. The service agreements have modest reporting 
requirements and limited capacity for government to control the relationship. 
 
Some of the language used in the Service Agreements in South Australia reflects a 
negotiated and agreed approach to service provision. Indeed, “either party may initiate 
negotiations with a view to entering into a new agreement for the provision of the 
Services …” (Department of Human Services, 2000:5). The agreement defines outcomes 
and outputs but evaluation of services is “agreed by the Parties” through a joint review 
(Department of Human Services, 2000:5). Provisions with respect to indemnity, 
termination and waiver afford government and community organization similar rights and 
responsibilities (Department of Human Services, 2000:8-10). 
 
This documentation indicates that the extent to which State governments are moving 
towards power-sharing partnerships, or at least value-sharing partnerships varies across 
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States. While the ‘funder’ role of government may infer an implicit one-sided power 
relationship, the lack of a competitive market, and a cooperative or collaborative 
approach to service specification and delivery can still achieve significant power-sharing 
between the parties (Ryan and Brown, 1998b). There is a common theme across state 
Councils of Social Services, and community organizations with respect to the extent that 
partnerships develop between government and community organizations. The attitudes 
and culture of specific funding agencies are central to the nature of partnerships. For the 
community sector, agencies and departmental officers that view their role as purchasing 
services are unlikely to develop power-sharing relationships. If these agents perceive 
their role simply as funding or ‘purchasing’ agents, it is difficult for the rhetoric of 
partnership and collaboration to be implemented in reality.  
 
Conversely, departmental officers and agencies that adopt trusting, accommodating and 
flexible relationships with community organizations are more likely to develop 
partnerships with community organizations, according to community sector 
representatives. The personal relationships that develop between government agents and 
community organizations are possibly the main determinant of the implementation 
success of partnership frameworks. 
 
However, the provisions within service agreements and guidelines to service provision 
are also important in setting the tone of the relationship between government and 
community organizations. The ownership of intellectual property, identification of needs 
and evaluation of outcomes should be shared, if the rhetoric of partnership is to be 
reflected in the practice of service agreements. In this respect, the language used by 
government in South Australia is closest to genuine partnership. 
 
A common problem associated with the concept of partnerships and funding 
arrangements is the extent to which agreements are used to align community 
organizations with the objectives and imperatives of government agencies. This 
alignment is achieved through compliance to a range of legislation, the selection of 
funding priorities, selection and use of performance measures, reporting requirements and 
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evaluation processes. An important aspect of these issues is the extent to which they are 
negotiated or defined by government agencies. Increasingly, these are defined by the 
funding agency (for example, Western Australia Auditor General, 2000; Perkins, 2001).  
 
Conclusions: Recent changes in government-community sector relations 
 
Table 2 summarises the changing nature of relationships between government and the 
community sector in the four states examined in this research.  The dominant model 
within the four State governments examined in this research is the community sector as 
an extension of the state, with only South Australia approximating a partnership model. 
 
 
TABLE 2 
THE CHANGING NATURE OF RELATIONSHIPS 
State Relationship model 
Queensland Moving from ‘charity’ to an ‘extension of government model’ 
New South Wales Strong themes of ‘extension of government’ in Agreements 
South Australia Many features are strongly aligned with ‘partnership’ model 
Western Australia Gradual retreat from very strong ‘extension of government’ model 
 
 
In Queensland, there has been a long history of government providing funds for good 
causes, which has approximated a charity model of government community sector 
relations (Ryan, 1997). In more recent years, attention has been given to government 
taking a stronger role in defining priorities and defining outcomes. In New South Wales, 
service agreement are strongly aligned to government expectations and compliance with 
government management practices.  The New South Wales service agreement 
documentation allows government to intervene in the management of services with 
organizations. 
 
In Western Australia, the competitive tendering process was used to align community 
organizations with government objectives. However, there has been some retreat from 
these processes, especially with respect to needs identification. South Australia appears to 
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involve community organizations in almost all aspects of policy development, service 
delivery and evaluation.  
 
The general movement towards an “extension of government” model has been driven 
mostly by the desire to achieve greater levels of accountability, with respect to the 
funding of community services. State governments have attempted to achieve greater 
levels of accountability through means such as performance measurement, evaluation of 
outcomes and outputs and competitive tendering, which, by their nature, align community 
organizations with government administrative processes. A common complaint of 
community organizations is that service agreements tend to reflect departmental rather 
than community objectives. 
 
A final issue of some note is the absence of the advocacy model from this research. It is 
likely that government-community sector relations are adversarial, in practice, but this 
issue is not prominent in service agreements. However, it should be noted that service 
agreements have been used to limit the adversarial impact of community organization 
through provisions that prohibit or restrict advocacy. Indeed, it is usually the case that 
governments exclude advocacy as a publicly funded activity, reinforcing the contention 
that government is moving towards an “extension of government” model of government-
community sector relations.  
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